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There has been very little change in either the 
industrial or financial situation in New England 
during August. The summer months are usually 
a period of dullness when the foundation is being 
laid for increased activity in the fall. Crops 
are being grown and harvested, and factories 
making seasonable goods are preparing to change 
the style of their output. Vacations are being 
taken, after which men and women go_ back to 
work with increased vigor and enthusiasm. 

If the situation in New England is compared 
with that elsewhere in the United States, condi- 
tions in this district are certainly as good as 
might be expected. 

Our textile mills in both the cotton and woolen 
industries are operating at a good proportion of 
their maximum capacity. In close step with 
them are the boot and shoe factories which have 
taken increased orders and are speeding up 
production. The paper industry is improving, 
although rather slowly, and progress has been 
made in the readjustment of wages. The metal 
trades have not yet experienced a definite revival, 
and are exceedingly dull. 

The unemployment situation in this district 
does not show improvement, although it does 
not appear to be growing appreciably worse. 
The fact that the textile and shoe manufacturing 
industries have attained such a degree of maxi- 
mum productivity that they are not hiring many 
new workers, together with the continued stag- 
nation of the metal trades and the relative dull- 
ness in building, allows the increasing slackness 
in some of the smaller industries to swell the 
amount of unemployment. Reports of scattered 
wage reductions throughout this district con- 
tinually come to hand. 

The cumulative effect of this excessive amount 
of unemployment is being felt more and more by 


the retail trade. Reports from a number of the 
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department stores in New England cities indicate 
that their net sales during July were about 12 
per cent. less than the year before and that the 
decrease in business following the spring months 
Retail trade 
was extraordinarily good all through the spring 


was slightly larger than usual. 


so a slackening now is not surprising. 

The building industry remains relatively quiet 
compared with the activity usual during the 
summer months, although the total value of the 
contracts awarded in New England, according 
to the F. W. 


much larger in July than in June. 


Dodge Company’s reports, was 
There is a 
considerable amount of repair work and paint- 
ing being done. Several of the smaller cities 
and towns in the district reported reductions 
of wages in the building trades during the 
month. 

Money rates had a slightly downward tend- 
ency during August. There is apparently no 
great surplus of funds, but on the other hand 
demand for seasonal requirements is not suffi- 
ciently strong to make much impression on rates. 
While the demand for rediscounts from the 
member banks in the New England district has 
been steadily decreasing, the rediscounts with 
the Boston Bank the 
banks in the agricultural districts have been 


Reserve from reserve 
continuous, and slowly increasing. 

Dry weather early in the growing season has 
cut down the size of New England crops some- 
The 


Aroostook potato crop, according to the United 


what, compared with early estimates. 
States Bureau of Markets and Crop Estimates, 
will not be quite up to normal, while that in the 
remainder of New England will be fair to good. 
The estimated size of the New England com- 
mercial apple crop is but 89 per cent. of the 
average of the past three years. The tobacco 
crop in the Connecticut Valley suffered con- 
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siderably from frequent hail storms, but never- 
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theless will be a fair one. 

As for conditions throughout the United 
States, business as a whole is reported to have 
been very quiet during the past two months, 
with the middle west and south feeling the 
effects of the slackness more than the far west 
and the North-Atlantic seaboard. The iron 
and steel industry has been in as severe a state 
of depression as it has experienced in the last 
twenty years, but late reports indicate that 
iron prices have strengthened slightly since 
the first of August and that an increasing number 
of inquiries have been received by the manu- 
facturers. A study of railroad traffic shows that 
there has been an increasing number of cars 
loaded with freight since April, and the number 
of carloadings during the four weeks ending 
August 13 was the largest in any four consecutive 
weeks of this year. 

The number of failures has not decreased for 
several months. When it is considered that the 
volume usually tends to decline during the 
summer months, the fact that this year it has 
remained practically constant really signifies 
that the seasonal volume has slightly increased. 
Such a situation, however, has not been un- 
expected as certain failures have been banking 
hearsay for some months. 

Commodity prices for the past three months 
have been showing a tendency to become 
stabilized. The fall in the general price level 
from the highest point reached in the spring of 
1920 has been the most severe that this country 
has ever experienced either in peace or war 
times, resulting in an enormous toll of business 
fatalities. The drop, as measured by the index 
of wholesale commodity prices which is compiled 
by the United States Bureau of Labor Statistics, 
amounts to 44 percent. and leaves the average of 
these prices practically half again as high as it 
was In 1913. 

The relationship that existed previous to the 
war between the price levels of the various 
groups of commodities (farm products, metal 
products, building materials, and others), was 
greatly disturbed by the inflation which accom- 
panied the war activities. In order to restore 
confidence in prices it is necessary that their 
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rapid decline should cease and that there 
should be some approach at least, to a 
restoration of the former relationship between 
the prices of one group of commodities and 
those of another. A study of the situation 
reveals the fact that even since commodity 
prices in general have been falling there has been 
but slight movement toward a restoration of 
those pre-war relations. It is possible, of course, 
that this may never happen, but if we are to 
return to the so-called normal conditions that 
existed in 1913 some approach, at least, must be 
made to the relations that existed at that time. 

So long as the present condition remains 
there will probably be large groups of people 
whose purchasing power will be curtailed, and a 
mere stabilization of commodity prices will not 
aid them. This dislocation, which is one of the 
most serious obstacles standing in the way of the 
return’ of real prosperity, is not confined to 
commodity prices, but extends to the field of 
wages. At the present time one of our largest 
industries——namely coal,—has not been able to 
readjust the price of its product, largely, if not 
entirely, because it has not been able to readjust 
wages. In order that the majority of the work- 
ers of the country may prosper they must, in 
the long run, be able to exchange the product of 
a day’s labor, requiring a certain amount of skill, 
for the product of one day’s labor in another 
industry which requires an equal amount of 
skill. The farmer should not be required to 
work two days to get enough money to buy one 
day’s output of a miner. 

The cost of living has not declined as much as 
wholesale prices, but is slightly over 20 per cent. 
less than it was a year ago. Most of the reduc- 
tion has been caused by lowered food and cloth- 
ing prices; the cost of shelter and fuel, lighting 
and sundries still remaining at approximately 
the highest amount ever reached. 

Taken all in all, New England has sufficient 
cause to be somewhat optimistic over prospects 
for fall. While there is little doubt but that 
general conditions in this section will continue to 
be spotty and that there will be much unemploy- 
ment, it also seems probable that barring the 
operation of some unforeseen influence the worst 


has been seen for the time being. 
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MONEY AND BANKING 


Rediscount rates at the Federal Reserve 
banks continue to be lowered, three reductions 
taking place during the first half of August. 
Both the Chicago and Kansas City banks were 
placed on a straight 6 per cent. basis; the former 
by a reduction from 61% per cent., and the latter 
by abolishing the progressive discount rates 
which had been in effect since April, 1920. The 
Federal Reserve Bank of Cleveland, on August 8, 
was the fifth bank in the System to be placed on 
a flat 5! per cent. basis. 

A notable characteristic of the money situa- 
tion is the extreme conservatism attending the 
employment of the constantly swelling supply of 
loanable funds. ‘This is attested by the action 
of the bond market, which since early in July has 
been remarkably good as reflected both by the 
number of active issues and by the size and 
regularity with which gains have been reported. 
Money in Boston is in much the same position as 
merchandise in the retail stores, that is, in 
plentiful demand when, in the opinion of the 
borrower or consumer, the price is right,— 
active, at lower rates—— but little doing above 
the lower limits of the quoted rates. 

While banks are charging as high as 7 per 
cent. on commercial paper the bulk of the busi- 
ness is being done around 61% per cent., with the 
choicest eastern mill names sometimes at 6 per 
cent. where liberal balances are maintained. 
Brokers’ go-day paper is plentiful on a 6 per 
cent. basis, and cal] money remains very steady 
at 6 per cent. What year money there is may 
be had between 6 and 61% per cent., but very 
little isto be had. Practically all of the business 
in Bankers’ Acceptances is being done on a 5 
per cent. basis. 

Rates in the local Boston market on August 
18 were as follows: 


Commercial Banks to Customers, 6to7 per cent. 
Brokers’ Call Money, 6 per cent. 
go-Day Prime Bankers’ Acceptances, 

unendorsed 5tos5l% _ per cent. 
Commercial Paper (note brokers’) 6 to 64% per cent. 
Year Collateral Loans 6to 644 _~ per cent. 


Member Banks. Of special interest, in view of 
the controversy in regard to progressive discount 
rates based on the Kansas City Basic Line, are 
the following figures, which show the proportion 
of their Basic Line of discount borrowed by the 
five largest banks in this district combined, taken 
on selected dates. 


October 15, 1919, 84% 
February 16, 1920, 143% 
October 15, 1920, 83% 
February 15, 1921, 114% 


June 15, 1921, 839, 


In view of the statement that New York 
banks were increasing their time deposits rela- 
tively to demand deposits, the following table 
showing the ratio of time deposits to all deposits 
on which reserves are carried for the eleven 
members of the Boston Clearing House Associa- 
tion. as of the first week in each month, is of 
interest. 


Month 1918 1919 1920 1921 
January 5.1 Pe 3.4 4.6 
February 5.6 2.5 R24 5.4 
March $.9 2.6 134 5 
April 4°34 2-6 3-4 4.8 
May 3.9 2.5 3.2 4.6 
June 2.5 a 3 4.5 
July 2.9 2.4 2 yey 
\ugust pe B.8 2.8 4.9 
September 7.4 2.4 7.5 
October 2.8 2.4 3-9 
November 2.4 25 4.5 
December 2.6 3.0 4.5 


During the period from July 6 to August to, 
deposits in Boston member banks increased 0.5 
per cent., while loans declined 1 per cent., this 
same relation being even more marked outside of 
Boston where loans contracted 1.4 per cent., 
with an accompanying increase of 0.3 per cent. in 
deposits. During the same period the member 
banks’ reserves on deposit with the Federal! 
Reserve Bank of Boston increased 2 per cent. 
for Boston banks as compared with a decline in 
country bank reserves of 5 per cent., while their 
borrowing at the Federal Reserve Bank of 
Boston declined 18 per cent. and 20 per cent., 
respectively. On July 6 Federal Reserve accom- 
modation to member banks amounted to 7 per 
cent. of the total loans of Boston member banks, 
and to 3% per cent. of that of country banks, 
as compared with 6 per cent. and 3 per cent., 
respectively, on August fo. 

U. S. Treasury Operations. ‘The offering of 
$300,000,000 of Treasury Certificates of Indebt- 
edness on August 1, — those maturing on March 
15, 1922, bearing a 514 per cent. rate of interest, 
and those maturing on August 1, 1922, bearing 
514 percent. interest, —were about 3% times over- 
subscribed. Final allotment was made at the 
rate of ro per cent. of the excess subscribed over 
and above the quota of each district, amounting 
to $30,170,000 for this district, and to $376.362,- 
500 for the country as a whole. All outstanding 
ssues of Treasury Certificates of Indebtedness, 
were selling above par on August 15. 

Bankers’ Acceptances. The period for July 21 
to August 19 opened with a distinct scarcity of 
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prime Boston names, particularly on go-day 
paper. Demand was excellent, and orders were 
filled only by bringing in bills from other dis- 
tricts. Country banks were good buyers of 60 
and go-day bills. Rates moved back from 5! 
per cent. to 538 per cent. bid, and bills were 
eagerly sought at these prices. Because of the 
excellent demand, and the fact that the supply of 
go-day bills was small, the rates dropped toward 
the end of July to 5% percent. bid. The market 
activity ceased, following the firstof August, and 
there was general apathy in the bill market until 
about the fifteenth when there seemed to be a 
spurt in buying. The demand quickly slackened 
and the close of the period finds the market 
exceedingly dull. There seemed to be a steady 
demand from country banks and, in fact, these 
would appear to be the mainstay of the market 
at the present time, although corporations have 
been fair buyers. Quite a few bills have been 
made in Boston covering the importations of 
tobacco and a fair supply on burlaps. It is 
apparent that the demand for accommodation 
through acceptances is not active, and good 
Boston names are snapped up very quickly, even 
in the dull market. The Federal Reserve Bank 
of Boston is receiving heavier demands from 
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dealers for accommodations on short-term re-pur- 
chase agreements on acceptances, probably due 
to the lack of an active call money market on 
bills in Boston and brokers being obliged to pay 
the going call rate of 6 per cent., whereas the 
Boston Reserve Bank’s carrying rate has been 
5 per cent. for the greater part of the period. 

Federal Reserve Bank of Boston. On Decem- 
ber 26. to1g, the total loan to member banks, 
including open market transactions, reached a 
peak of $281,000,000, 94 per cent. above the 
post-armistice low point of four months previous, 
and 309 per cent. above the 1918 bottom. On 
August 17 of this year these loans had been so 
thoroughly contracted that they had lost 155 per 
cent. of the 1919 gain, and 93 per cent. of the 
extreme spread between the 1918 low and the 
post-war inflation peak. Furthermore, Federal 
Reserve Notes on August 17 had fallen 22 per 
cent. from their highest point, and had a gold 
reserve back of them of 96 per cent., after setting 
aside the required 35 per cent. against deposits. 
This compares with a low point in this gold ratio 
of 46 per cent. less than a year ago. The 
accompanying chart shows the movement of 
Federal Reserve notes and loans of the Federal 
Reserve Bank of Boston. 
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MOVEMENT OF CIRCULATION, DEPOSITS,LOANS AND RESERVES 
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RETAIL 


The volume of retail trade during July was 
very much less than in June, and showed slightly 
more contraction than is usual during the sum- 
mer months. The metropolitan stores suffered 
It is 
also true that the July sales this year, measured 
in terms of dollars, of the New England depart- 
ment stores which report to the Federal Reserve 


far more than those in the smaller cities. 


Bank of Boston, were about 12 per cent. lower 
than those of the corresponding month a year 
ago, but retail prices have doubtless been re- 
duced at least as much as that in a year’s time. 
Three Boston department stores had 14.8 per 
cent. more sales transactions during this past 
July than the year before, while three stores 
located in other New England cities had 7.1 per 
cent. more sales transactions this year. In com- 
paring retail trade during July, 1921, with that 
of July, 1920, it should also be noted that there 
was one less business day in the month this year 
than last. 

The stocks of goods in the department stores 
which report to this bank, measured in terms of 
their retail value, declined slightly during July, 
and on August 1 were about 16 per cent. below 
the level maintained on the corresponding date 
last year. The fact that some retail prices de- 
clined during the month might easily account 


Net Sales During 
July 1921 


Compared with: — 


July 

1920 
8 Boston Stores —11.5% 
16 Outside Stores —14.1% 
Total —12.3% 
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TRADE 


for this apparent contraction in stocks of mer- 
chandise. Merchants report that as a rule the 
prices of staple merchandise remained practically 
stationary during the month under discussion. 
Manufacturers’ prices were generally firm. 
There were, however, many cases of retail prices 
being reduced for the purpose of cleaning up the 
balances of spring and summer merchandise 
left on hand, preparatory to the arrival of new 
fall goods. Merchants uniformly report, as one 
of them aptly states it, that the public is looking 
for lower priced goods, not trashy merchandise, 
but to find the best for the money—in other 
words, intensive shopping by customers to find 
value for their decreasing supply of cash. 

Our reports are very contradictory as to which 
classes of merchandise are selling well and which 
poorly. However, the fact stands out quite uni- 
formly that furniture and paper patterns are be- 
ing bought freely, and that jewelry, gloves, musi- 
cal instruments and kitchen furnishings are not. 

The outstanding orders on August 1, 1921 of 
seven Boston department stores amounted to 
6.1 per cent. of their 1920 purchases,—of eight 
department stores in other New England cities 
7.5 per cent.—and of all fifteen (averaged by 
taking account of their relative sizes), 6.3 per 
cent. 

Stocks at Retail 
July 31, 1921 


Compared with :— 


Ratio of Stocks to 
Net Sales During :— 





June July 31, June 30, July 

1921 1920 1921 1921 

—41.9% —15.6% — 3.4% 2A 

—13.9% —16.7% — .6% 4.33 

—35.9% —15.9%  —2.6% 4.25 
NET SALES 


SIXTEEN DEPARTMENT STORES IN NEW ENGLAND CITIES 
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Jan. Feb. Mar Apr. May June July Aug. Sept. Oct. Nov. Dec. 
| | 


4, > | ae Ce nl 


’ 
+2 
‘ 
‘ 
‘ 


isoL_| | | | | | | tl tl 





Index Numbers 

















6 MONTHLY REVIEW, FEDERAL 
WOOL The Boston market for fine 

wools improved during August. 
It had been in a rut for several months but 


beginning about August 1 
Not only was there an increased volume sold, 
but the prices of the tine grades were stronger. 
That is natural inasmuch as the mills will shortly 
be making goods for use next spring and these 
It is not surprising that wool 
prices on the whole are sluggish because there is 
surplus supply already 
this country. This year’s domestic wool is all 
clipped and in the hands of the growers, mer 
chants or mills, while imports of foreign wool are 
restricted by the operation of the Emergency 
Tariff. It would seem, therefore, that the accu 
mulation of stocks of raw wool, especially the 
fine grades, had probably reached its maximum 
in this country for some time to come. The 
increased ac tivity of trading is in itself a decided 
ly optimistic factor even if prices do not corre- 
spondingly improve at this time. The foreign 
wool markets, which are probably more impor- 
tant than ours from a worldwide viewpoint, are 
also becoming stronger. 

The chart below (center) which shows the 
amount of wool entering into manufacturing 
processes in New England each month indicates 
the relative degree of the present activity 
of the woolen textile industry compared with 
that of the past three years. It shows the rapid 
recovery from the depression of last winter, and 
that this industry is now operating close to 
capacity. This is further demonstrated by 
statistics of the number of hours the wool 
machinery in this country was operated each 
month. There was, however, a definite, though 
not serious, curtailment of activity in the wool 
textile industry in July. 


made Lor Ya progress. 


require fine wools. 


a large available in 


WOOL PRICES 


1919 1920 1921 | | 43 isis 


X. 
S 
Y 
9 
Q4 
N . 
v 
Q, 
% « 
* - 
c | 9 
v |S 
U 1 
z | | N< 
1X 
x 


Ohio Fine Delaine (Greasy) 
The Commercial Bulletin, Boston 


COTTON AND WOOL CONSUMPTION 
NEW ENGLAND 
1920 
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Constructive features in the 
New England cotton goods sit- 
uation during the first three weeks of August 
included a considerable increase in the scale of 
mill operation, larger sales of print cloth in Fall 
River, and an improvement in the demand and 
quotations for both combed and carded yarns. 
Print cloth, drills and brown sheetings ad- 
vanced in price,—the print cloth quotation pre- 
vailing during the last week of August represented 
an increase of practically 15 per cent. in one 
month, and was more than 20 per cent. above 
the lowest quotation this year. One of the strong- 
est aspects of the situation is that cotton goods 
are, in many cases, a logical substitute for silks, 
woolens and linens, and consequently those 
\shifts in demand caused by the necessity for 
lincreased economy should inure to the benefit of 
this branch of the textile industry. 
| ‘Current exports of cotton are running far 
ib¢avier than a year ago, with large shipments to 
Germany (in which the influence of the War 
Finance Corporation is already felt) as the 
outstanding factor. British importations — of 
cotton continue light. The heralded recovery in 
the cotton goods industry of England proved to 
be of short duration. 

Consumption of cotton during July decreased — 
not only in New England, as shown by the 
accompanying chart, but in the United States as 
a whole. Stocks of raw cotton held in manu- 
facturing establishments remain below normal— 
those in this district on August 1 were 16 per 
cent. lower than a year ago. 

The price of raw cotton recorded a substantial 
advance during August due to the belief that 
poor growing conditions would reduce the crop 
to an even greater extent than indicated by early 
estimates. 


COTTON 
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New 


shoe 


BOOTS, SHOES, 
LEATHER 
AND HIDES 


England’s boot and 
industry continues to 
recover from its depression 
at a rapid rate. When pro- 
duction fell off so precipitately in the fall of 
1920 there was an under-production of shoes for 
the spring and summer of this year. The 
present retail stocks of these shoes are probably 
low as a result. We are soon to enter the period 
when shoes will be made for spring and sum- 
mer of next year, and the prospects for a busy 
season are good when the under-production of a 
year ago is considered. 

The July output of nine leading New England 
shoe manufacturers was 92 per cent. of their 
average monthly production during the year 
1920. ‘The capacity of the plants of these man- 
ufacturers amounts to about 20 per cent. of the 
total in New England. ‘This present high rate 
of production is even more gratifying when com- 
pared with the usual dullness prevailing during 
the summer months. Six of the nine concerns 
had more orders on their books on August 1 this 
year than they had on the corresponding date a 
year ago, and all but one of those which had the 
statistics available reported a larger number of 
incoming orders during this past July than dur- 
ing the same month last year. 

Leather prices did not fluctuate much during 
August, and are at approximately the lowest 
point reached so far in the decline. The Boston 
leather market remained quiet notwithstanding 
the improved outlook in the shoe trade. Raw 
hides and skin prices remained firm during 
August. They are however on a relatively lower 
level than leather prices. At times considerable 
trading in hides developed, but uncertainty 
concerning the tariff still exerts its influence on 
this market. 
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TRANSPORTATION ‘The possibility of the re- 
peal of the ‘‘war taxes” on 
transportation, together with President Hard- 
ing’s desire that Congress permit the railroads 
to fund their indebtedness to the government 
are the two broad constructive proposals that 
give most promise of assistance to the carriers. 
The first should act as a stimulant to increase 
the volume of railroad traffic, while the second 
would augment the sorely depleted working 
capital of the railways by permitting them 
to receive the remaining rental and guarantee 
payments due from the railroad administra- 
tion. 

A matter of more immediate concern to this 
district was the decision of the Interstate Com- 
merce Commission in the New England Rate 
Division Case, in which the New England car- 
riers sought to obtain from connecting roads a 
larger share of the revenue accruing from joint 
freight rates on the ground that the existing 
divisions were unfair. The Commission, while 
holding that present agreements make impos- 
sible “just, fair, and equable divisions,” stated 
that the evidence presented afforded no basis 
for a valid prescription of new divisions, and 
ordered a futher report by the interested car- 
riers within go days. 

Carloadings in the United States during the 
four weeks ending August 12, aggregated 3,180,- 
000, a figure slightly in excess of the best previous 
performance in 1921. The volume of traffic in- 
dicated by these figures, as shown by the chart 
below, is about 15 per cent. below that of the 
same period in 1920. Nothing more than the 
ordinary seasonal improvement in the volume 
of business in New England is reflected by 
preliminary data for August. 
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The building situation in New 
England continues to show im- 
provement as is natural at this time of year, 
although it is still relatively quiet when compared 
with the usual pre-war, summer activity. The 
total value of the contracts awarded for con- 
struction work in this district during July was 
about 25 per cent. more than during June, 
according to the reports issued by the F. W. 
Dodge Company. Practically all of the increase 
was due to more contracts for educational 
buildings, a class of construction which has been 
fairly active this year. The total value of the 
contracts awarded for residential buildings was 
almost identically the same in July as in June, 
constituting in July, for instance, more than one 
third of the value of all contracts awarded for 
construction work. 

Reports from architects’ offices indicate that 
there is a large volume of work contemplated, 
which it is fair to presume will be started as 
soon as the prospective builders are convinced 
that the cost of building has ceased declining, or 
that a sufficient return on the investment can be 
obtained at the prevailing cost of construction. 

The cost of construction as measured by an 
index compiled by the Federal Reserve Bank of 
New York, decreased but slightly in excess of 1 
per cent. from June to July, and in fact for several 
months past has shown a relatively small rate of 
decline. Both of the factors entering into the 
cost of building (labor and material) are at the 
present time between 80 and go per cent. above 
the average cost during the year 1913. 

The chart below shows the trend of the 
physical volume of construction in New England. 
This was compiled by eliminating the fluctuating 
value of the dollar, that is the value of the 
contracts awarded in this district was deflated 
by the index of cost of building. A detailed 
explanation of the methods used is presented in 
our Review for August 1, 1921. 
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LABOR The unemployment. situa- 

tion in New England did not 
improve during the last of July and the first of 
August. In fact it became slightly worse. The 
vacation season, which for factories usually 
occurs in July, had interfered with progress dur- 
ing that month, and when many establishments 
found that even after a shut-down of two or 
more weeks they had not accumulated enough 
orders to warrant a resumption of production, 
they decided to close for a further period. 

The reports from the Massachusetts Public 
Employment Offices are rather pessimistic. 
The Boston office reports that during the first 
twelve working days of August the number of 
persons called for by employers was g per cent. 
less than during the corresponding period of the 
month previous, and 56 per cent. less than the 
year before. During the entire month of July, 
20 per cent. fewer workers were called for than in 
June. In their men’s. skilled department the 
demand has been principally for building trades 
artisans for repair work, while the demand for 
plumbers could not be met as the supply of men 
who would accept the wages offered was neg- 
ligible. In their unskilled department thay had 
applications from hundreds of men looking for 
positions as laborers, porters and janitors, but 
found practically no demand from employers 
for their services. 

The Springfield Public Employment Office re- 
ports that practically all general housework 
positions were filled for the first time since 1913. 
That office also reports that they found the first 
two weeks in August to be better than the last 
two weeks of July, but this was largely due to 
the fact that the tobacco harvest in the Con- 
necticut valley began about the first of August 
and had demanded a large number of men. 

The records of the Worcester Public Employ- 
ment Office show that the employment situation 
in that large metal trades center during the 
month ending August 15 did not improve. Four- 
teen per cent. fewer workers were wanted during 
that month than in the previous one and they 
filled 15 per cent. fewer positions. They report 
that the metal and building trades continued 
extremely dull, and that the demand from the 
textile mills, which had been good in the few 
months previous, greatly decreased after the 
first of August. They noted that in the women’s 
department there was a good demand for girls 
for corset and hat factories, and that a consider- 
able falling off was experienced in the call for 
domestic and day workers. 
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PAPER Slow improvement is noted 
in the paper industry of New 
England. Production, as shown by the accom- 


panying chart, increased during June, and pre- 
liminary data indicate that the upward trend has 
been maintained. Stocks on hand in mills, 
though 35 per cent. larger than at the beginning of 
the year, have receded somewhat from the peak 
of March 31. Prices are somewhat unsteady. 

The supply of newsprint in the hands of job- 
bers on August 1 was 40 per cent. smaller than 
at the beginning of the year. The more impor- 
tant total, that in the hands of publishers, fell 
during the same period from 192,000 to 169,000 
tons, a decrease of 12 per cent. Newsprint pro- 
duction during the month of July aggregated 
94,000 tons; while this represents an increase of 
71% per cent. over the June figure, it still re- 
mains 20 per cent. below the average July pro- 
duction of the three preceding years. 

Progress in the readjustment of the labor situa- 
tion continues. During July an agreement was 
reached between most of the newsprint compa- 
nies (though the largest single producer was not 
included within the number) and the various 
paper makers’ unions to terminate the strike 
which had been in progress since May by leaving 
the points at issue to arbitration. On August 
16, a decision was handed down reducing the 
scale of pay practically to the ro1g level; this 
involved a cut of to per cent. in wages of skilled, 
and 25 per cent. in those of unskilled laborers, 
and means an average reduction of 15 per cent. 

The fine paper mills in and about Holyoke 
began a conference on August 22 with their 
employees, the purpose of which was to bring 
labor costs in that section into conformity with 
those existing in other parts of the country. 
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PRICES One of the factors that has had 
a restraining effect on business 
activity during the past year has been the falling 
commodity prices. All the important countries, 
foreign as well as the United States, have suffered 
from this condition to some extent at least. We 
in this country have experienced the most 
precipitate fall in commodity prices ever experi- 
enced in either peace or war times; and while 
on the surface it appears that this decline 
has exceeded that of other countries, a study 
of the situation reveals the fact that when 
foreign prices are converted from a_ paper 
money level to a gold basis, such as ours, the 
decline has been nearly uniform throughout the 
world. 

The United States Department of Labor 
reported in July that its index of wholesale 
prices, based on the quotations of over 300 com- 
modities, showed no change from the index 
number for June. This is the first halt in the 
decline since the index turned downward in June, 
1920. The index referred to places the present 
level of wholesale prices 48 per cent. above the 
1913 average level. Other well known indices 
also show that, temporarily at least, the decline 
in prices in this country has been arrested; in 
fact the indices maintained by R. G. Dun & 
Company and Bradstreet’s showed gains of 
between 2 and 3 per cent. in July. Of the vari- 
ous groups of commodities used by the United 
States Bureau of Labor Statistics, the metal and 
house-furnishing groups showed substantial de- 
clines, while the farm products and food groups 
increased during July. 

A more complete study of the price situation is 
given on pages 10-13 of this Review. 
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COMMODITY VALUES 


When it is said that commodity prices are 
rising or falling, or, as at the present time, are 
remaining stationary, it is usually meant that 
an index of commodity prices is rising, falling, or 
remaining stationary, as the case may be. Such 
an index merely registers the average price in 
money of a large or small number of commodities. 
Sometimes more weight or importance is given 
to certain groups of products. But in all cases 
the prices are averaged so that the movements 
of any one commodity or even a group of com- 
modities has but a small effect on the movement 
of the index. Therefore it can readily be seen 
that certain commodities may be actually falling 
in price while the average of two or three hundred 
will be rising. 

The 


should be borne in mind, for it is often over- 


distinction between price and_ value 


looked. Price is the amount of money a certain 
commodity will bring, while value is the power 
to command other commodities in exchange. 
The changes in the values of commodities are of 
more far reaching significance than changes in 
price. 

If the “money price” of rubber, for instance, 
is falling while the “money price’’ of the average 
of all commodities is rising, it is obvious that the 
real or exchange value of rubber is declining. It 
is not so obvious, however, if the “money price” 
of a commodity is decreasing and at the same 
time the average price of all commodities is also 
decreasing, but at a more rapid rate, that the 
“exchange value” of the specific commodity is 
in reality increasing. 

For example, a year ago a farmer, we will say, 
had to sell 40 bushels of corn in order to get a 
That 
is, 40 bushels of corn had the same exchange 


suit of clothes of his accustomed quality. 


value as a suit of clothes of this definite quality. 
But during the past year both the suit of clothes 
and the 4o bushels of corn have been decreasing 
in ‘money price” although corn has been falling 
at the faster rate. So, at present, the farmer 
must sell 60 bushels of corn (instead of 40) to 
buy the same kind of a suit; the “exchange value”’ 
of the suit of clothes has been increasing, although 


its price in money has been decreasing. To look 
at it from another angle, it might be said that 
last year the farmer sold his entire crop, bought 
with the proceeds the necessities and luxuries 
that he and his family desired, and quite likely 
had some savings left. This year, supposing he 
had the same sized crop, he could of exchange 
his produce for much more than the bare neces- 
sities that his family required. To be sure the 
average “money price” of all commodities has 
fallen in the past year, and so, too, has the “money 
of farm products, with the distinction 
that farm products have fallen faster than the 


price” 


general average. Therefore the ‘exchange value”’ 
of farm products has declined — they cannot be 
exchanged for as large an amount of other com- 
modities as formerly. 

While a period of liquidation reduces the 
wealth, expressed in terms of money, of the great 
majority of people, the decline is ordinarily 
approximately even, and there is little disloca- 
tion in the accustomed relationship of values. 
The farmer receives a smaller sum of money for 
his wheat, corn or live stock, but finds that this 
leaves him with about the same purchasing 
power; his crop, though yielding him fewer dol- 
lars as the result of the price decline, will com- 
mand as many of the comforts and conveniences 
of life as before. The laborer, though receiving 
a smaller daily wage, finds that this possesses 
undiminished purchasing power. ‘The real loser 
is the debtor who must pay stated sums in 
money — he must yield more in commodities or 
services to acquire that money; the real gainer is 
the creditor, who finds that the repayment of a 
stipulated number of dollars bears with it en- 
hanced purchasing power. 

The rapid decline in prices would necessarily 
have taken its heavy toll in business failures but, 
had the decline been a balanced one, resumption 
of business probably would have been attended 


by no problems greater than those ordinarily 
As it 
is, however, the ability of large numbers of 
people to purchase in their accustomed volume 
has been destroyed. 


existing in such times of readjustment. 
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The accompanying charts show the trend of 
this real or ‘‘exchange value” of eight different 
groups of commodities.* Farm products de- 
clined from the middle of 1919 until the begin- 
ning of 1921. This is rendered more noteworthy 
in view of the fact that during the period 18g0- 
1913, agricultural values exhibited a steady, 
though gradual increase, — due, presumably, to 
the fairly rigid limitation of areas suitable to 
farming, contrasted with the almost indefinite 
expansion made possible in industry by inven- 
tion and the constantly widening scope of labor- 
saving machinery. During 1920, however, the 
farmer was at an increasing disadvantage because 
his produce bought less and less of the other 
materials that he and his family required. When 
it is remembered that agriculture is our largest 
single industry and that the farmers have a 
larger purchasing power than any other group of 
people in the United States, it is not hard to 
understand why the general consumption of 
goods has fallen off so rapidly this past year. 

Another group of products, food stuffs, did not 
suffer from large fluctuations in its ‘‘exchange 
value” until a year ago, when it started to de- 
cline. The general trend of food stuff ‘‘exchange 
values” has been downward for at least thirty 
years. 

The “exchange value” of cloths and clothing 
has had quite a different history. It increased 
continuously from the time this country entered 
the war until the Armistice, after which a rapid 
decline ensued. When the post-war period of 
extravagance started, a new sudden spurt up- 
ward took place which did not culminate until 
February, 1920. Then clothing values suffered 
until December of last year, but since that time 
they have been increasing, nolwithstanding that 
the ‘“‘money price’ has been decreasing. The 


“exchange value” of clothing has been at a pre- 





* See Note at end of article. 
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mium since the latter part of 1917. By contrast 


its general trend was downward between 1800 


and 1915. 


The 


products have moved differently from those of 


“exchange values” of metals and metal 
any of the groups previously mentioned. At 
the beginning of the World War, the Allied coun- 
tries placed large orders for munitions and war 
material in this country, thereby creating an 
unusual demand for metal products. This re- 
sulted in the “exchange value” of metals increas- 
ing very rapidly from 1914 to 1917. After our 
entrance into the war, the government took steps 
to regulate certain metal prices so that there 
was not the opportunity for them to keep step 
with the average of the other groups of commodi- 
ties. In fact the decline was continuous from 
the fall of 1917 until the middle of 1920. Since 


that time a moderate recovery has taken place. 


The ‘‘exchange value” of lumber and building 
materials was low during the 19 months of war 
and it was not until the post-war inflation, with 
its accompanying increased volume of building, 
that lumber and building material values started 
a rapid increase which did not end until January, 
1921. There has been but little fluctuation in 
the ‘‘exchange value” of this group since the 
beginning of this year, although the tendency 
has been downward. Between 1891 and 1gIt 


a gradual increase was in evidence. 


The group of commodities called ‘fuel and 
lighting” were at a disadvantage during the war 
period and for some time thereafter, but in 1920 
their “exchange values’ had a sharp and ex- 
tended rise, so that at present they are above the 


average. 
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Chemicals and drugs were in considerable 
demand during the first part of the war and CHEMICALS AND DRUGS 
accordingly increased in ‘exchange value.” i917 1916 1919 1920 192) 
This advantage was soon lost and even before —_— 
the close of 1917 their values started on a decline +30 
which was not only rapid but very long, the | +20 
bottom not being reached until the early part of | Sao 
1920. However, for the past year and a half the i o‘* 
‘“‘exchange value” of this group has been increas- Cs in 
ing. On the other hand, these same commodi- ” 
ties had been experiencing declining values for os 








18 years prior to the outbreak of the World War | 





in 1914. 


The fluctuations in the “exchange value” of 





household furnishings have been more extended 














c % ‘ , Yr - afl he > . > M4 y rary on] 
than of any other group. The spending of war HOUSE-FURNISHING Gooos 
profits and war savings after the Armistice 
I ia 1917 1918 1919 1920 (921 
exerted a tremendous effect on household fur- +80 
nishing values. As will be seen from the chart | 4,9 
this group has not suffered much reaction from 

+60 WI. 
the maximum values reached last winter. . 
+50 

This study shows that during July the trend 

¢ ‘ ” P - K+40 
of the “exchange values” of seven of the 
; — Y+30 
eight groups was toward the 1913 level. To | 
be sure, the majority have made but little ry 
progress compared with what must be made |%#o 
before there is a return of the “exchange fo) 
values” which prevailed before the war, and -10 
which, indeed, many believe must be ap- 0\y 
proximately reached again; but the present aa 
concerted movement is encouraging. L | 





* Note. The price quotations and groups of commodities used are those furnished by the 
United States Bureau of Labor Statistics. The exchange value of each group was reached by 
calculating its ratio of exchange with the entire 327. commodities in the index. While this 
method permits a slight error of degree to enter the calculation, it is not believed to be sufficient 
to materially affect the result. The zero line, or base line, on the charts represents the “exchange 
value” that prevailed during 1913, the Jast so-called normal year. The deviation of each group 
from its 1913 “exchange value” is shown by the plus and minus percentages on the vertical scale. 
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Condition of Selected Member Banks 


(In Thousands of Dollars) 
Banks in Portland, Fall River, New Bedford, 
Banks in Boston Springfield, Worcester, Providence, 


Hartford and New Haven 


Change since ; Change since 
July 13, °21 iat; 7, 24 Jan. 7, °21 a | ge July 13, ’21 Jan. 7, e2 Jan. 7. *Zi 


Commercial Loans and Investments, $525,625 $515,467 $597,054 — 71,429 { $301,387 $306,684 — 11,161 
Loans Secured by U. S. obligations, 5.2 39,977 62,991 — 27,759 8 16,033 17,455 — 1,614 
Loans Secured by Stocks and Bonds, f 146,320 147,343 — 9,514 35 69,343 70,120 + 231 
U. S. Certificates Owned ; ; 3,732 1,608 6,898 — 3,166 A 4,445 12,251 — 5,277 
Other U. S. Obligations Owned . 11,529 ~—-11,080 10,154 + 1,375 43,464 42,520 39,443 + 4,021 

Total Loans and Investments, 713,947 708,052 824,440 —110,493 432,153 433,728 445,953 — 13,800 
Cashin Vaults . . .  « 11,904 12,298 15,964 — 4,060 13,734 14,076 14,389 655 
Reserve at Federal Reserve Bank . 60,269 595555 63,992 — 3,723 21,662 21,976 24,904 3,242 


ASSETS 


LIABILITIES 


Net Demand Deposits .  . . 554,080 567,910 604,974 50,894 239,896 244,233 266,316 26,420 
Time Deposits . ; . . 71,921 69,515 68,753 3,168 139,821 139,027 135,243 4,578 
Government Deposits. : . 21,959 13,607 6,526 155433 8,110 6,535 3,783 4327 

Total Deposits : ; . 647,960 651,032 680,253 32,293 387,827 389,795 405,342 7,515 
Money Borrowed at Fed. Res. Bank, 38,036 37,722 115,324 77,288 8,279 8,668 8,670 391 
Capital . ‘ ; ; ; 56,200 56,200 55,937 263 31,350 31,350 31,350 000 
Surplus : ; ; ; ‘ 62,136 62,136 61,899 237 29,750 29,750 295550 400 
Undivided Profits ‘ ‘ : 22,465 22,465 19,162 3,303 16,684 16,684 15,293 Loo 
Ratio of Borrowings to Total Loans, 5.33% 5.33% 13.98% 8.65% 1.91% 2.00% 1.94% 0.03% 


Condition of Federal Reserve Bank of Boston 


(In Thousands of Dollars) 


RESOURCES LIABILITIES 


Aug. 17,°21 July 20,°21 Aug. 13,'20 ae Ws July 20,’21 Aug. 13, °20 
Gold Reserve against F.R. Notes, $213,855 $215,585 $154,208 Capital . : ; : » “7.9% $7,911 $7,589 
Gold Reserve against Deposits, 39,445 46,854 62,177 Surplus . ‘ : : : 18,690 12,351 

Total Gold ‘ ; . 253,300 262,439 216,385 


Deposits: 
Legal Tender and Silver . . 16,548 16,374 6,623 


Government . ‘ : 583 2,479 361 
Total Cash Reserves . 269,848 278,813 223,008 Member Bank Reserves . 109,354 106,387 121,109 


Discounts secured by U.S. Sec., 38,094 32,843 107,592 All other , : . 887 1,081 4,311 
Discounts—Commercial Paper, 42,657 41,891 59,162 Total Deposits . 110,824 109,947 125,781 


Bankers’ Acceptances purchased, 6,634 5,750 19,796 


U.S. Sec. against F.R. Bk. Notes 17,436 18,936 21,436 


’ 


Federal Reserve Notes . - 241,611 245:906 2925189 
Federal Reserve Bank Notes . 6,046 8,559  I4:375 
Collection Items. , ; 38,470 40,058 51,144 
Total Earning Assets . 105,856 99,975 213,637 All other liabilities ‘ p INO 939 2,444 


Other U. S. Securities owned . 1,035 555 5,651 


Uncollected items . ; : 43,729 48,243 66,610 Total Liabilities. . 424,733 432,010 506,373 


Other resources , : ; 5,300 4,979 3,118 


Reserve Ratio ; ; R 76.6% 78.4% 53.4% 
Total Resources. . 424,733 432,010 506,373 Loans to other Fed. Res. Banks, 17,061 18,291 61,871 
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